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1 . FOLLOWING IS FULL TEXT OF ENCLOSURE TO LETTER SENT VIA REF/E. 

2. BEGIN TEXT. DRAFT LETTER TO THE CHAIRMAN OF THE TEXTIILES SUR- 
VEILLANCE BODY. 
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3. SIR: I HAVE THE HONOUR TO REFER TO THE AGREEMENT ON COTTON, 

MAN-MADE FIBRE AND WOOL TEXTILES CONCLUDED BETWEEN HONG KONG AND AND 
THE UNITED STATES OF AMERICA ON 25 JULY 1974 UNDER ARTICLE 4 
OF THE ARRANGEMENT REGARDING INTERNATIONAL TRADE IN TEXTILES, 

WHICH WAS NOTIFIED TO THE TEXTILES SURVEILLANCE BODY BY THE 
GOVERNMENT OF THE UNITED STATES AND CIRCULATED TO 
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PARTICIPATING COUNTRIES IN THE ARRANGEMENT WITH DOCUMENT 
COM.TEX/SB/48 DATED 16 DECEMBER 1974. 

4. UNDER THIS AGREEMENT, CERTAIN CATEGORIES ARE GIVEN 
SPECIFIC LIMITS, BUT THE REMAINING CATEGORIES ARE NOT SUB- 
JECT TO ANY LIMITATION OTHER THAN THE APPROPRIATE GROUP 
LIMITS. 

5. PARAGRAPH 8(B) AND (C) OF THE AGREEMENT PROVIDE THAT 
WHENEVER, IN THE VIEW OF THE UNITED STATES, CONDITIONS IN ITS 
MARKETS ARE SUCH THAT A LIMITATION ON FURTHER TRADE IN ANY 
CATEGORY NOT GIVEN A SPECIFIC LIMITE IS HOC FSACMBCB J 
CXVDNATE REAL RISKS OF MARKET DISRUPTION, THE UNITED 
STATES MAY REQUEST HONG ONG TO ISSUE NO FURTHER EXPORT 
AUTHOIRSATIONS FOR THE ITEM IN QUESTION PENDING CONSULTA- 
TIONS WITH HONG KONG WITH A VIEW TO AGREEMENT ON AN 
APPROPRIATE LEVEL OF RESTRAINT FOR THAT CATEGORY FOR THE 
AGREEMTN YEAR IN WHICH THE REQUEST IS MADE. 

6. ON 27 MAY 1977, THE UNITED STATE MADE SUCH A REQUEST 
IN RESPECT OF, INTER ALIA, CATEGORIES 122 (WOOL COATS AND 
SUITS, W.G. AND I.), 124 (WOOL TROUSERS AND SHORTS), 234 
(MMF DRESS SHIRTS), 235 (MMF OTHER SHIRTS) AND 238 (MMF 
TROUSERS AND SHORT). HONG KONG IMMEDIATELY STOPPED ISSUING 
EXPORT AUTHORISATIONS. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 HONG K 10485 310756Z 

7. CONSULTATIONS WERE HELD IN LYON AND IN WASHINGTON IN 
JUNE AND JULY 1977. HONG KONG WAS UNABLE TO AGREE THAT 
THERE WERE GROUNDS FOR RESTRAINING ITS EXPORTS TO THE 
UNITED STATES OF PRODUCTS COVERED BY THESE CATEGORIES, 

SINCE IT DID NOT APPEAR TO HONG KONG THAT THESE EXPORTS 
WERE CREATING REAL RISKS OF MARKET DISRUPTION IN THE 
UNITED STATES. HONG KONG'S POSITION WAS BASED ON DATA 
PROVIDED BY THE UNITED STATES WHICH SHOWED THAT IN EACH 
OF THE CATEGORIES IN QUESTION: 

(A) U.S. DOMESTIC PRODUCTION HAD INCREASED IN 1976 COM- 
PARED WITH 1975; 

(B) HONG KONG'S SHARE OF BOTH U.S. TOTAL IMPORTS AND 
CONSUMPTION WAS INSIGNIFICANT. 

STATISTICS RELATING TO THE U.S. MARKET FOR THESE CATEGORIES 
OF PRODUCTS ARE ANNEXED TO THIS LETTER FOR INFORMATION. 

8. FOLLOWING HONG KONG'S REJECTION OF THE REQUEST FOR 
RESTRAINT, THE UNITED STATES AUTHORITES INFORMED HONG 
KONG ON 25 JULY 1977 THAT THEY HAD NOTED THAT THE CONSULTA- 
TIONS HAD NOT RESULTED IN AGREEMENT BETWEEN THE UNITED 
STATES AND HONG KONG ON APPROPRIATE LEVELS OF RESTRAINT FOR 
THESE CATEGORIES AND THAT, IN ACCORDANCE WITH THE PROVISIONS 
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OF PARAGRAPH 8 OF THE AGREEMENT, THEY REQUESTED HONG KONG 
TO LIMIT EXPORTS IN THE CATEGORIES CONCERNED TO THE 
FOLLOWING LIMITS FOR THE RESTRAINT PERIOD I OCTOBER 1976 
TO 31 DECEMBER 1977: 

ACTEGORY RESTRAINT LIMIT 

122 125,000 PIECES 

124 250,000 PIECES 

234/235 (COMBINED) 812,500 DOZENS 
238 375,000 DOZENS 

EXPORTS HAVE ACCORDINGLY BEEN SO LIMITED BY HONG KONG. 

9. WHILE PARAGRAPH 8 (E) OF THE AGREEMENT OBLIGES HONG 
KONG TO ABIDE BY ANY LIMIT IMPOSED BY THE UNITED STATES, 
PARAGRAPH 8(F) OF THE AGREEMENT PROVIDES THAT IN THE EVENT 
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OF A FAILURE TO REACH AGREEMENT DURING CONSULTATIONS, EITHER 
PARTY MAY BRING THE MATTER BEFORE THE TEXTILES SURVEILLANCE 
BODY IN ACCORDANCE WITH ARTICLE 1 1 OF THE ARRANGEMENT RE- 
GARDING INTERNATION TRADE IN TEXTILES. IN THE PRESENT 
CASE THE HONG KONG GOVERNMENT FEELS THAT THE UNITED STATES 
AUTHORITIES HAVE FAILED TO PROVIDE SUFFICIENT EVIDENCE TO 
JUSTIFY RESTRAINT ON HONG KONG'S EXPORTS IN CATEGORIES IN 
QUESTION TO THE UNITED STATES DURING THE CURRENT RESTRAINT 
PERIOD, AND HAS THEREFORE DECIDED TO INVOKE PARAGRAPH 8(F) OF 
THE AGREEMENT. THE UNITED STATES AUTHORITIES HAVE BEEN IN- 
FORMED OF THIS DECISION. 

10. 1 HAVE ACCORDINGLY BEEN INSTRUCTED BY THE HONG KONG 
GOVERNMENT TO REQUEST THE TEXTILES SURVEILLANCE BODY, IN 
ACCORDANCE WITH ARTICLE 1 1 OF THE ARRANGEMENT, TO REVIEW THE 
MATTER AT ISSUE BETWEEN HONG KONG AND THE UNITED STATE AND 
MAKE ANY RECOMMENDATIONS WHICH IT MAY DEEM APPROPRIATE. IN 
MAKING THIS REQUEST, THE HONG KONG GOVERNMENT WISHES TO 
STATE THAT IT IS NOT QUESTIONING THE RIGHT OF THE UNITED 
STATES UNDER THE AGREEMENT TO IMPOSE A LIMIT IN THE EVENT OF 
A FAILURE TO REACH AGREEMENT IN CONSULTATIONS UNDER 
PARAGRAPH 8 OF THE AGREEMENT, BUT THAT IT IS QUESTIONING THE 
JUSTIFICATION PROVIDED BY THE UNITED STATES IN SUPPORT OF ITS 
REQUEST FOR RESTRAINT. 

1 1. AS HONG KONG EXPORTS ARE BEING ADVERSELY AFFECTED 
BY THE LIMITS IMPOSED AND THE SECTORS OF THE TRADE AFFECTED 
ARE FACING CONSIDERABLE DISRUPTION AND HARDSHIP, THE HONG 
KONG GOVERNMENT WOULD BE GRATEFUL IF THE TEXTIELS SUR- 
VEILLANCE BODY WOULD CONDUCT A REVIES OF THE MATTER AS SOON 
AS POSSIBLE. TO ASSIST THE TEXTILES SURVEILLANCE BODY IN 
ITS REVIEW, THE HONG KONG GOVERNMENT WOULD BE PREPARED TO SEND 
A REPRESENTATIVE TO APPEAR BEFORE THE BODY TO ELABORATE ON 
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HONG KONG’S POSITION. 

12. 1 AMSENDING A COPY OF THIS LETTER TO THE UNITED STATE 
AUTHORITIES. 

13. CLOSING COURTESIES. END TEXT. 

CROSS 
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